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General Assembly Substitute Bill No. 5018

February Session, 2000

An Act Concerning An Individual Development Account
Program For Economic Growth.

Be

it enacted by the Senate and House of Representatives in General

Assembly convened:
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Section 1. (NEW) As used in sections 1 to 9, inclusive, of this act and
subsection (a) of section 12-217x of the general statutes, as amended by
this act:

(1) "Account holder" means a participant in a certified individual

development account program;
(2) "Department" means the Labor Department;

(3) "Approved plan" means a plan prepared jointly by the account
holder and the community-based organization that defines savings
goals, program requirements and permissible uses of the individual
development account and its matching funds. The approved plan shall
be a contract between the account holder and the community-based

organization;

(4) "Area median income" means area median household income as
determined from time to time by the United States Department of

Housing and Urban Development;

(5) "Certified state IDA program" means a program of matched
savings accounts that has been certified by the department as meeting

LCO 1of 12



18
19

20
21
22
23
24
25
26

27
28
29
30
31
32

33
34
35
36
37
38

39
40
41

42
43
44

45
46
47
48

Substitute Bill No. 5018

the purposes of this act in accordance with regulations adopted by the

Labor Commissioner pursuant to section 8 of this act;

(6) "Clearinghouse" means a service within the department, or
within a community-based organization under contract with the
department to provide organizations interested in establishing
individual development account programs with literature on federal,
state and other sources of funding, guidelines for best practices and
program standards, and information regarding the establishment and

maintenance of certified state IDA programs;

(7) "Community-based organization" means an organization exempt
from taxation pursuant to section 501(c)(3) of the Internal Revenue
Code of 1986 or any subsequent corresponding internal revenue code
of the United States, as from time to time amended, which meets the
requirements set forth in regulations adopted by the Labor

Commissioner in accordance with section 8 of this act;

(8) "Education and training" means (A) a postsecondary program of
instruction provided by a college, university, community college, area
vocational-technical school, professional institution or specialized
college or school legally authorized to grant degrees, or (B) any job
training or related educational program approved by the community-

based organization and the department;

(9) "Entrepreneurial activity" means the purchase of or investment
in a small business in Connecticut in which, upon such purchase or

investment, the account holder will be a principal;

(10) "Federal poverty level" means the most recent poverty income
guidelines published by the United States Department of Health and

Human Services;

(11) "Financial institution" means a federal or Connecticut bank,
savings bank, savings and loan association, or Connecticut credit
union that is approved by the department for participation in the

program;
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(12) "Household" means all individuals who share use of a dwelling
unit as primary quarters for living and eating separate from other

individuals;

(13) "Individual development account" means a savings account,
maintained in a program that is established pursuant to section 2 of
this act or otherwise used for the purposes specified in subsection (a)
of section 2 of this act, that is held in a financial institution or other
institution approved by the department, for the sole purpose of
holding the funds of the account holder for one of the purposes

described in subsection (a) of section 2 of this act;

(14) "Individual Development Account Reserve Fund" means a
nonlapsing fund administered by the department for the purposes of
providing matching funds for individual development accounts in
certified state IDA programs, and for funding costs incurred by
community-based organizations in the operation and administration of
such programs and department’s administrative costs for the IDA

initiative;

(15) "Connecticut IDA Initiative" means the state-wide individual

development account initiative established in section 2 of this act;

(16) "Program contributor" means a person or entity, other than an
account holder, that makes a contribution to the Individual

Development Account Reserve Fund; and

(17) "Qualified disabled individual" means a disabled individual
eligible for assistance to the disabled pursuant to chapter 319mm of the

general statutes.

Sec. 2. (NEW) (a) There is hereby established the "Connecticut IDA
Initiative." The initiative shall be managed and operated by the
department. The initiative shall provide individuals as provided in
section 3 of this act with an opportunity, through a certified state IDA
program, to establish an individual development account from which

funds may be used by the account holder for one of the following
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purposes as provided for in the approved plan: (1) The costs of
education and training; (2) the purchase of a home as a primary
residence; (3) the participation in or development of a new or existing
entrepreneurial activity; (4) the purchase of an automobile for the
purpose of obtaining or maintaining employment; or (5) the making of

a lease deposit on a primary residence.

(b) To implement the Connecticut IDA Initiative, the department
shall: (1) Establish an Individual Development Account Reserve Fund
in accordance with section 4 of this act; (2) establish and operate, or
contract with a community-based organization to establish and
operate, the clearinghouse; and (3) solicit, review, and accept or reject
proposals from community-based organizations seeking to operate
certified state IDA programs on a not-for-profit basis in accordance
with regulations adopted by the Labor Commissioner pursuant to

section 8 of this act.

(c) The department shall determine the maximum per cent of all
funds received from the Individual Development Account Reserve
Fund that may be used by a community-based organization operating
a certified state IDA program for case management and other

administrative purposes.

(d) The department shall develop, and the approved community-
based organization shall follow, regulations, consistent with the
requirements of this act and adopted in accordance with the provisions
of chapter 54 of the general statutes, establishing guidelines for the
individual development account program, including minimum
requirements for approved plans and training and counseling for

account holders.

Sec. 3. (NEW) (a) An individual who has earned income, and who is
a member of a household whose adjusted gross income is not in excess
of eighty per cent of the area median household income for the area
where such individual resides, are eligible to participate in a certified

state IDA program for the purpose of accumulating and withdrawing
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moneys for purposes specified in subsection (a) of section 2 of this act;
except that, if an individual does not have earned income solely due to
a qualified disability, that individual shall not be excluded from
program participation. An individual is eligible to participate in a
certified state IDA program only if the aggregate market value of all
assets that are owned in whole or in part by all members of the
individual’s household, exclusive of the primary dwelling unit and
one motor vehicle owned by a member of the household, minus the
obligations or debts of all members of the household, does not exceed
an amount established pursuant to regulations adopted by the Labor

Commissioner in accordance with section 8 of this act.

(b) Each community-based organization operating a certified state
IDA program shall establish, through written governing instruments
with a qualified financial institution: (1) A Trust or Custodial Account
on behalf of each account holder in its program into which the account
holder shall deposit savings, which accounts shall conform to the
requirements of the federal Assets for Independence Act, Title IV of
the Community Opportunities, Accountability, and Training and
Educational Services Act of 1998; and (2) a separate local reserve fund
into which the department shall deposit matching funds from the
Individual Development Account Reserve Fund and the community-
based organization shall deposit matching funds from any other
source. The community-based organization shall certify to the
department, on forms prescribed by the department and accompanied
by any documentation required by the department, that such accounts
have been established pursuant to the provisions of this act, and that
deposits have been made to an account by or on behalf of the account
holder. Financial institutions shall be eligible for credits under the
Community Reinvestment Act of 1977, 12 USC Section 2901 et seq., for

establishing individual development accounts under the program.

(c) A financial institution establishing a trust or custodial account on
behalf of an individual development account holder in a certified state

IDA program shall:
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(1) Permit deposits to be made in the account by the account holder;
(2) Pay a market rate of interest on the account;

(3) Permit the account holder, with the consent of the community-

based organization, to withdraw moneys from the account.

(d) The community-based organization shall determine and monitor
the earned income levels of all account holders in its certified IDA
program and shall use its best efforts to ensure that at least thirty per
cent of such account holders have earned income at or below two

hundred per cent of the federal poverty level.

Sec. 4. (NEW) (a) All amounts appropriated by the state for the
Connecticut IDA Initiative shall be deposited in the Individual
Development Account Reserve Fund, that shall be administered by the
department. Funds from the Individual Development Account Reserve
Fund shall be used to provide grants to community-based
organizations that are operating certified state IDA programs for the
purpose of providing matching funds for the individual development
accounts in their programs. Funds may also be used to assist the
organizations with expenses associated with training, counseling, and
case management for program participants and the administration of
their programs. Funds may also be used to pay for the evaluation
required pursuant to subsection (b) of section 8 of this act, the
operation of the clearinghouse, and the department's administrative
expenses for the Connecticut IDA Initiative established by section 2 of
this act. The department shall determine what proportion of the funds
in the Individual Development Account Reserve Fund shall be used
for each of these purposes. The matching funds from the Individual
Development Account Reserve Fund are provided as incentives for
account holders to make timely deposits to their individual

development accounts.

(b) The Individual Development Account Reserve Fund shall be
administered as follows:
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(1) The department shall deposit proceeds from grants, donations,
contributions, appropriations, and any other sources of revenue to the

state in the Individual Development Account Reserve Fund.

(2) The department shall make grants from said fund to community-
based organizations operating certified state IDA programs to provide
matching funds for account holders and, as appropriate, funds to assist
such organizations in providing training, counseling, and case
management to account holders. No new grant shall be approved by
the department unless there is sufficient funding in the Individual
Development Account Reserve Fund, as determined by the
department, to meet all existing funding obligations including the
maximum amount of state matching funds that would be required if
each account holder in these certified programs met the savings goal in

such amount holder's approved plan.

(3) Any funds remaining in the Individual Development Account
Reserve Fund at the end of each fiscal year, and the interest thereon,
shall be retained in said fund and used in the next succeeding fiscal
year for making matching fund grants, paying for evaluation expenses
required pursuant to subsection (b) of section 8 of this act, and paying
for other administrative expenses for the Connecticut IDA Initiative
established by section 2 of this act.

(c) Grants received by the community-based organization from the
Individual Development Account Reserve Fund for matching funds
shall be held in the organization’s local reserve fund. This fund shall be
an account separate from account holders' accounts, and its funds shall
be disbursed in accordance with subsection (f) of section 4 of this act
pursuant to regulations adopted by the Labor Commissioner in
accordance with section 8 of this act. Grants from the Individual
Development Account Reserve Fund for matching funds to certified
state IDA programs shall be made on behalf of each individual account
holder in the maximum amount of two dollars for every one dollar
deposited in the individual development account by the account

holder, not to exceed one thousand dollars of such matching funds per
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account holder for any calendar year and three thousand dollars per

account holder for the duration of the program.

(d) The department and the community-based organizations,
separately or cooperatively, may solicit grants and private
contributions for the Individual Development Account Reserve Fund
and for the local reserve funds of community-based organizations

operating certified state IDA programs.

(e) If moneys are withdrawn from an individual development
account by an account holder which are not withdrawn for the savings
goals specified in the account holder's approved plan, all matching
funds for those deposits from the Individual Development Account
Reserve Fund shall be forfeited by the account holder and, by
December thirty-first each year, returned by the community-based
organization to the department for redeposit into the Individual
Development Account Reserve Fund; except that, if the withdrawal is
due to circumstances other than an account holder's withdrawal from
the program, the community-based organization may retain the
matching funds for the account holder in its local reserve fund until
such account holder redeposits the withdrawn funds or withdraws
from the program, in accordance with the regulations adopted by the

Labor Commissioner pursuant to section 8 of this act.

(f) When the account holder has made sufficient deposits to such
account holder's individual development account to achieve the
savings goal set in such account holder's approved plan, the
community-based organization shall pay this sum, together with the
matching funds from the organization’s local reserve account that are
attributed to this individual development account, directly to the
person or entity providing the goods or services. Matching funds from
the Individual Development Account Reserve Fund that have not been
paid out by the community-based organization for an eligible purpose
within five years after the opening of an individual development
account shall be returned to the department for deposit in the

Individual Development Account Reserve Fund, except that the
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community-based organization may grant a leave of absence or
extension of time to an account holder for a period not to exceed two
years, in accordance with regulations adopted by the Labor

Commissioner pursuant to section 8 of this act.

Sec. 5. (NEW) All funds deposited into an individual development
account on behalf of an account holder in a certified state IDA program
from any source other than from the account holder, all matching
funds deposited into the local reserve fund for the benefit of the
account holder, all funds withdrawn from such an account, and all
earnings on such deposited and matching funds, are excluded from
Connecticut taxable income for purposes of determining the income
tax imposed under chapter 229 of the general statutes, except that
distributions of accumulated interest on the funds in an account
holder’s account shall be included in Connecticut taxable income in the
year of withdrawal if such funds are used for a purpose other than that

allowed in the approved plan.

Sec. 6. (NEW) Notwithstanding any other provision of state law,
funds deposited into, held in, credited to, or withdrawn from an
individual development account for a purpose consistent with the
approved plan, including accrued interest, shall be excluded in the
determination of eligibility for, or the benefit level of, any needs-based

program using state or joint federal and state funding.

Sec. 7. (NEW) The department shall evaluate the Connecticut IDA
Initiative for each fiscal year ending June thirtieth. Based on such
evaluation, the department shall provide a comprehensive report on
the initiative to the speaker of the House of Representatives and the
president pro tempore of the Senate by February first of the year
following the end of each fiscal year, beginning for the fiscal year
ending June 30, 2001.

Sec. 8. (NEW) (a) The Labor Commissioner, after consultation with
the State Treasurer shall, in accordance with chapter 54 of the general

statutes, adopt such regulations as are necessary and reasonable to
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implement and administer the Connecticut IDA Initiative established
by section 2 of this act. Said regulations shall establish standards and
guidelines, consistent with the provisions of sections 1 to 9, inclusive,
of this act and subsection (a) of section 12-217x of the general statutes,
as amended by this act, for certified state IDA programs, including: (1)
Income and asset eligibility requirements for account holders; (2)
permissible IDA account savings goals for certified programs; (3) the
services that each state certified program must provide to assist its
account holders in meeting their savings goals including credit history
assessments, assistance in credit repair, general financial education
and asset-specific training, on-going case-management and other
support services; (4) procedures and timelines for establishment of
savings accounts within qualified financial institutions and for the
deposit of funds into individual savings accounts, the department’s
Individual Development Account Reserve Fund, and local reserve
funds maintained by certified community-based organizations; (5)
allowable uses of matching funds from the Individual Development
Account Reserve Fund and procedures for the making of grants from
such fund; (6) procedures and permissible reasons for emergency
withdrawals of funds from individual accounts and leaves of absence
from the program; (7) accounting and financial reporting procedures
required of all certified community-based organizations; (8) required
content of and deadlines for all program and evaluation reports by
community-based organizations to the department; (9) required
components of the approved plan between the account holder and the
community-based organization, including but not limited to, savings
goals, matching rates, required participation in education and training,
contingency plans if the account holder fails to meet projected savings
goals or schedules, savings withdrawal procedures and limitations,
procedures for withdrawing from the program, provision for the
disposition of funds in the event of the account holder's death, and
provision for amendment of the plan with the concurrence of the

account holder and the organization.

(b) Such regulations shall specify the process by which the
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department shall solicit proposals from community-based
organizations to operate certified state IDA programs, and the criteria
and process that shall be used by the department in granting state
certification and determining the number of individual development
accounts eligible for matching funds from the Individual Development
Account Reserve Fund. Criteria that shall be used in granting state
certification and in allocating funds from the Individual Development
Account Reserve Fund to certified state IDA programs shall include
but not be limited to the community-based organization’s level of
competence in meeting all financial and programmatic requirements of
a certified state IDA program and the fiscal capacity of the
organization to meet all financial obligations of the program. Funds
from the Individual Development Account Reserve Fund shall, to the
extent possible, be allocated by the department so as to provide
eligible account holders in different areas of the state with comparable
access to matching funds from the Individual Development Account

Reserve Fund.

Sec. 9. (NEW) Nothing in sections 1 to 9, inclusive, of this act and
subsection (a) of section 12-217x of the general statutes, as amended by
this act, shall preclude a community-based organization or other entity
from establishing an individual development account program and
receiving matching funds from sources other than the Individual
Development Account Reserve Fund established under sections 1 to 9,
inclusive, of this act and subsection (a) of section 12-217x of the general

statutes, as amended by this act.

Sec. 10. Subsection (a) of section 12-217x of the general statutes is

repealed and the following is substituted in lieu thereof:

(a) For purposes of this section, "human capital investment" means
the amount paid or incurred by a corporation on (1) job training which
occurs in this state for persons who are employed in this state; (2) work
education programs in this state including, but not limited to,
programs in public high schools and work education-diversified

occupations programs in this state; (3) worker training and education
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for persons who are employed in this state provided by institutions of
higher education in this state; (4) donations or capital contributions to
institutions of higher education in this state for improvements or
advancements of technology, including physical plant improvements;
(5) planning, site preparation, construction, renovation or acquisition
of facilities in this state for the purpose of establishing a day care
facility in this state to be used primarily by the children of employees
who are employed in this state; [and] (6) subsidies to employees who
are employed in this state for child care to be provided in this state;

and (7) contributions made to the Individual Development Account

Reserve Fund within the Labor Department, except that contributions

by financial institutions shall not be eligible for said credit.

Sec. 11. This act shall take effect from its passage, except that
sections 1, 2, 3, 5, 6, 7, 9 and 10 shall take effect October 1, 2000.

BA Committee Vote: Yea 18 Nay O JFS C/R LAB
LAB Committee Vote: Yea 13 Nay O JFS C/R FIN

FIN Committee Vote: Yea 47 Nay O JF C/R APP
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